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CHAIR MATEQ: Mr. Chair, Mr. Hokama, initially when I was, when Mr. Molina has
shared this idea with me, of which I would also commend him for his courage in
offering this program because it is a . . . it is quite innovative and it’s a good first
step, and in concept it’s a good one. And we did briefly discuss on the issue of
revolving . . . recapturing funds, ensuring that the County recaptures its funds.
And even from that time until now, the lien aspect still in my mind is the most
viable but it . . . I would admit it is far short from being the guarantee that the
County would be looking for in terms of ensuring it to be revolving. So I cannot
offer you any, any better aspects than the lien right now. I think that if there was
a way to get it to the point where, uh, for private lending institutions a subordinate
mortgage, for instance, if this was handled in that respect, that would be a way
where the County could guarantee that it would get its funds back at the time of
sale. The, the recapturing of the funds as well as the, any appreciation in value
aside, uh, if there were some way we could subordinate this, uh, if it is truly a
loan, if we could subordinate through a mortgage or second mortgage in that
aspect.

COUNCILMEMBER HOKAMA: ‘Cause I understand in general should let’s say the
property buyer, purchaser, homeowner default to where the extent that their
lender, more than likely a mortgage company or another financial institution, start
foreclosure, you know, the County has very limited chances of getting anything
back anyway because, you know, the lender’s gonna ensure he gets back his
money or their money I should say, uh . . . so [ understand that very clearly, and 1
appreciate your comments this morning. So thank you, Chairman. T’'ll allow
anyone else their opportunity to discuss with Mr. Young.

CHAIR MATEO: Thank you, Mr. Hokama.
MS. RIDAO: Mr. Chairman.
CHAIR MATEQ: Ms. Ridao.

MS. RIDAO: Ijust...maybe I can share with you how it’s worked for us. We do hold
a second mortgage. When we make you the down payment assistance it’s held in
second mortgage. So what happens is if the person goes to sell his property we
are notified as a second mortgage holder and that’s the way, uh, it’s the check and
balance. And the way the lenders look at it, because they are working with us and
familiar with our program, they don’t hold that second mortgage against the
borrower. They understand that it’s a gift at the end if it should, um, they live in
the house for 15 years so that has not been held as, you know, eventually these
people are gonna be hold, held to paying it back so you may wanna also consider
that, but that is the way it’s checked. And, and in all of the recaptures that we’ve
done that’s how it’s been. The escrow company will notify us that these people re
refinancing, they wanna payoff, what is the payoff amount. So that has not been a
problem.

As far as the enforcement issue, we have not had, um, to do that yet thank
goodness, but I can see where if we were to send out our annual check, send a
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certified letter, it comes back, we actually go out there and find that yes, the house
is being rented, the homeowner that suppose to be living there is not living there,
we would probably issue a letter stating that they are in violation of their contract
with the program and that they are to immediately move back into the home or we
will, you know, take legal action. Now that legal action involved we have not
gone that far yet so I wouldn’t know what to expect.

COUNCILMEMBER HOKAMA: Thank you very much for your comments. Thank
you, Mr. Chairman.

CHAIR MATEOQ: Thank you. Ms. Johnson.

COUNCILMEMBER JOHNSON: One of the other things too, and this might be an
option to consider is in some of our penalty sections, when somebody provides
false information basically it’s illegal, you know, I mean you’re falsifying a legal
document through material misrepresentation. So I would say if you’re even
looking at forfeiture, you know, of some . . . obviously you’re not gonna get the
whole house, but you know some type of a forfeiture option that is attached to the
single penalty section because if they know that they’re taking a huge risk by
falsifying any information, whether it’s regard to their ownership in a previous
property that there could be seizure of their unit, and a legal proceeding, you
know, they’re not gonna wanna go that route. So I think that may be one of the
options that I know we do it, and we’re thinking about doing that in our ocean
recreation activities permits, uh, having that seizure, you know, capability. If
there’s an unattractive downside to it, I think people are much more likely to be
honest and say oh, I'm not even gonna risk it because I agree with
Councilmember Hokama that it is really incumbent upon us to, you know, be
strict about these programs that . . . mostly our enforcement is really weak, but if
they’re verifying and they represent that this is a fact and later on it’s found not to
be, they’re the ones that are putting all their assets at risk so that way, you know,
there is a very unattractive downside.

One of the other questions I had, and I don’t know whether Kalbert would be able
to answer this or not or someone else, but this would be in regard to insurance.
So many times, uh, there’s a problem, you know, people let their insurance lapse
or...and it’s part of their mortgage requirement fine, but on flood insurance
particularly when they’re in a flood zone or other kinds of insurance, if you don’t
make your payment on time your insurance could conceivably lapse. And let’s
say there is a fire in the house, what happens you know? So is there a
requirement and . . . or verification that they do have insurance and is that made a
part of their regular payment so that we’re assured upfront that there’s not this
risk. And if Joanne you know--

CHAIR MATEOQ: Yeah.
COUNCILMEMBER JOHNSON: --has a procedure in place fine.

CHAIR MATEQ: Ms. Ridao, would you be able to respond?
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MS. RIDAO: We don’t have a procedure in place however two things. We do have a
separate agreement that people sign addressing all of those issues that you first
brought up and we’d be happy to share that with Councilman Molina, and I
believe Councilmember Anderson also asked for that. So we’ll get a copy over
here to you folks.

As far as the insurance is concerned, all lenders require that your insurance is paid
with your mortgage so that should not be a problem. It would be in your
mortgage together with your land tax so that should be a problem.

COUNCILMEMBER JOHNSON: Okay, I just, you know, I just wanted to make sure
that all of a sudden if people get in arrears payments--

MS. RIDAO: No.
COUNCILMEMBER JOHNSON: All right, great.

MS. RIDAO: And we will be, you know, I mean once someone is in arrears we will also
be notified because they know that we hold a second mortgage, yeah. As the
primary lender the banks is required to notify us also.

COUNCILMEMBER JOHNSON: I think, Mr. Chair, that’s a really good option is to go
with that second mortgage--

CHAIR MATEO: Yeah.

COUNCILMEMBER JOHNSON: --and you know if we were to adopt that or
incorporate it somehow into this I think that would be an additional T guess
assurance on the part of the County that these people are gonna be held to either
repaying or at least, you know, giving I guess some assurance that they’re gonna
be able to meet these criteria and then they will not violate the agreement. Thanks
very much.

CHAIR MATEOQ: And Ms. Ridao if you could forward the requested materials to the
Committee so we can distribute to all of the Committee Members that would be,
that would be helpful. Mr. Molina.

COUNCILMEMBER MOLINA: Thank you, Mr. Chairman. If I could get further
comment, I think Member Hokama brought an interesting point about the addition
of a penalty section, um, if Corporation Counsel can give comment on that and if
maybe share with us what type of penalties . . . if this Committee decides to
implement what would be suggested I guess.

CHAIR MATEO: Mr. Kushi, would you be able to respond?

MR. KUSHI: Mr. Chair, Member Molina, not at this time. There’s no existing proposed
penalty section in your proposed bill before, and I’'m not about to create one now
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so . .. but I can look at some other, uh . . . documents or bills. I would look at the
Lokahi program and see what penalties that they have, but I can’t comment at this
time.

COUNCILMEMBER MOLINA: Okay, thank you.
CHAIR MATEOQ: Thank you, Mr. Molina. Ms. Anderson.

COUNCILMEMBER ANDERSON: Thank you, Mr. Chairman. Our office has done
some research and it appears that HUD now has programs specific to police
officers, and teachers. They’re called the officer next door and the teacher next
door program, and HUD funding issues specific to providing homes for teachers
and police officers in there areas, and where they live, and where they serve
which would really I think allow us the opportunity to be more specific in who is
eligible to qualify for this County, this County program. If HUD’s doing it I
don’t know why we can’t do it. And also we found that there are several
jurisdictions that have programs who utilize HUD funds for residents, specific
qualified residents of their communities. One even has a program who
allows . . . it’s called, um, Come Home to Norfolk Now. And it’s a HUD funded
program. There’s also some funding from the County involved that is specific to
providing homeownership opportunities for people who wanna come back and
live in Norfolk Virginia, maybe college students that have left same situation we
have here. So, um . ... I will be doing more research on this and offering the
Committee some opportunities or some options rather to look at these as qualifiers
for this program because I think we do wanna make sure that we’re targeting
Maui residents or maybe kamaaina’s who wanna come home and specifically our
hardworking teachers and police officers, which would help us may, uh, retain
them if we could offer them a homebuyer program like this or at least, you know,
a down payment program. So I'm really encouraged to see that HUD’s doing
this, and if they can do it, we certainly can do it.

CHAIR MATEO: Thank you, Member Anderson. Members any additional questions for
the panels that we have before us this morning? Hearing none--

COUNCILMEMBER HOKAMA: Mr. Chairman, please.
CHAIR MATEOQ: Mr. Hokama, go ahead.

COUNCILMEMBER HOKAMA: Maybe not for this meeting ‘cause I think we need to
think about it, but maybe should we . . . we have a revolving fund existing called
the interim (end of tape) and buyback revolving fund already on our Code. It was
specific for housing projects. For Lanai we have one, and of course Maui is the
Luana Gardens various phase . . . have we reached the point where maybe we
need to look at this type of additional areas amend the Code to maybe be able to
provide more options for us, you know, maybe we can ask the Director Lee if she
has comments, you know, uh, give her some time to think about it. Mr. Young
he’s responsible to administer the fund. Currently in our coming budget we have
600 plus thousand dollars in that fund. It has its specific uses as the Code states
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and how it’s to be applied within its narrow parameters, but does it make sense for
us to look at that program and see whether or not it deserves revisions or
expansions.

CHAIR MATEO: Thank you, Mr. Hokama. Ms. Lee, would you like to comment?

MS. LEE: Mr. Chair, Mr. Hokama, that fund, uh, the intent of that fund was to pay, help
pay for County projects, actual housing projects.

COUNCILMEMBER HOKAMA: Right, right.

MS. LEE: And as a matter of fact that’s one of the funds that I’'m gonna be coming back
to you on the Central Maui Senior Housing Project to use that money to add that
project to that list and use the monies that are in there for the Central Maui
Housing Project . . . that fund and every other fund there is.

COUNCILMEMBER HOKAMA: Yep, we have quite a bit of revolving funds.
CHAIR MATEO: Mr. Hokama, any additional questions for Ms. Lee?

COUNCILMEMBER HOKAMA: No. Again, and I'm happy that you know she had,
you know she was able to give us some comments this morning, but we have . . .
you know Council in the past has established through the decades a special funds
to try and address specific issues that’s within the County at that point in time. So
again, I just think we need to be aware of it. It does not necessarily go through
the scrutiny of our annual budget review that we give others operationals and CIP
of the various departments, but nonetheless it’s public money, it’s to serve a
specific purpose, and if it’s not then we should be able to see whether or not we
can expand or redirect to service a current need within the County. Thank you,
Chairman.

CHAIR MATEOQ: Thank you. Members, any additional questions? Ms. Johnson.

COUNCILMEMBER JOHNSON: You know and, and this is something . . . ‘cause I
know we have the solar roofs initiative programs and kind of . . . I’'m thinking
how that works. Do we . .. and perhaps Kalbert can answer this. Do we actually
just give let’s say the million dollars or whatever amount of money it is in the
solar roofs initiative, grant it to MECO and then they keep that money, they
administer everything, and would this be your way of saying that this program
would also work?

CHAIR MATEO: Mr. Young.

MR. YOUNG: Mr. Chair, Ms. Johnson, I'm not completely familiar with the solar, the
solar program. I believe that is how it is worked though. It is granted through
MECO, but in the recapturing of funds segment or the ongoing of that part I'm
not completely familiar. In regards to this program, um . . . I really have no
opinion in terms of how the Council desires to set up this program, but it does
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sound like the most efficient way would be a non-County department to
administer it and Lokahi Pacific because they’ve already demonstrated and they
already are doing essentially this very similar task would, would be likely in a
very good candidate. But in terms of the details of recapturing and the ongoing
operations of the program, I really don’t have, uh, really an opinion or thought on
how it would be the best to organize it. Like, like, um, all of the Members here 1
am looking forward to seeing how this does shape up though.

COUNCILMEMBER JOHNSON: Okay, and the only reason that I ask that and I don’t
know if, you know, how physically the funds are transferred if they’re done
piecemeal or if it’s done in one lump sum ‘cause if, if Lokahi has the ability for
example let’s say . . . which, you know, I guess depending on what kind of
account you put it in. If you’ve got $400,000 sitting in account, if you can get
some kind of interest to help offset the cost for the operation of the program, that
to me would be really great because then that way if Lokahi can gather that
money and then have that offset any of their operational costs that reduce, reduces
the cost for us so I’d be really, you know, interested to see how creative they
could be if that money were granted--

CHAIR MATEOQ: Ms. Ridao.

MS. RIDAO: I can give you some comment on that. In the current way the program is
operated, yes, it is piecemeal. It’s as we complete a package. However, Lokahi
Pacific administers a one million dollar U.S.D.A. revolving loan fund business
loan program. We receive the full one million dollars, we administer the
program. All of the interest gained from that million dollars or whatever we have
left after lending it out is elig..., the interest money does pay for operations. That
is an eligible costs. The beautiful thing about that program is that once we have
loaned out the full one million dollars and we have paid back U.S.D.A. the one
million dollars, that is Lokahi Pacific’s money as long as we use it for the
intended purpose and, um, so many of the guidelines we can adjust, you know, for
what we see Maui County needs are. And our only requirement there is an annual
report to U.S.D.A. as far as you know we have to report as to where the money is,
is the money in the bank, how much interest we gain, how many loans we made,
how many loans were in default, how much interest we collected from those
loans, how much of that money went to operations, and that’s the . . . I mean it’s
to me the most efficient. It’s the less, the least layers you put on the program the
more efficient we can run it.

COUNCILMEMBER JOHNSON: And Mr. Chair, what Ms. Ridao just described would
be my preference because if he’s gotta issue checks continuously it becomes very
inefficient in tracking about whose got what. 1. .. my preference would be to
make it as simple as possible and then, you know, have some kind of agreement
or understanding if they are the recipient of the money that those costs, any
interest accrual would go, you know, into offsetting whatever operational costs
would be incurred with the program, and I think that makes it simpler for them
too so that would be my inclination to include that.
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CHAIR MATEOQ: Thank you. Members, any additional questions? Comment, Ms. Lee.

MS. LEE: Yes, thank you, Chair. With regard to this draft ordinance, I, I really believe
that to expedite everything, the quickest way to get this project, this program
implemented would be for you to come up with clear parameters within the
ordinance and with some . . . if you really wanted administrative rules, which
we’re not too crazy about because it take so long to get ‘em done that you could
on the first page it says under Section 3.C the Director and the Director of Finance
may adopt . . . that’s good . . . may adopt administrative rules necessary to carry
out the purpose of this chapter . . . and then I put a comma there and put
something like until such time the Director shall follow . . . until such time the
Director shall follow the guidelines and requirements included but not limited in
Section 3.30.050 so that we . . . you know the guidelines are already set out by
you the main ones, you know, and you probably aren’t concerned about the minor
details, but the big details on residency, qualifications, you know, uh, term . . .
and I would, you know, I would strongly suggest that you put a loan limit here,
you know, 15,000 is plenty for somebody making 120 percent of median income.
So you know I put in a loan limit, things like that and the other . . . and the penalty
section, and then we don’t need really administrative rules unless you really,
really think we should have them, but that’s gonna delay this project six to eight
months keep that in mind. Thank you, Mr. Chair.

CHAIR MATEQ: Thank you, Ms. Lee. Members, any additional questions? Hearing
none. Members, I guess after the, you know, it’s really interesting morning. This
is such, uh, an exciting beginning for all of us, but I think we need to remember
that as the Chair ask each member to provide your recommendations, to provide
your comments, take a look at our foundation that was provided to us and see how
we can build on it, and I ask you to submit your recommendations for addition to
the proposal as soon as possible to the Committee staff so we’re able to compile it
and provide it back to you for additional comments. I think for us I think this is,
uh, you know, to Mr. Molina this is an exciting beginning, uh, because you know
for the last number of years we’ve heard the talk and it’s nice to see the
Committee start to walk it, and this is an exciting time. And I think as we try to
chart new ground I guess we continue to demonstrate our commitment in
addressing this County’s number one priority--dealing with affordable housing. I
think we’ve provided, uh, demonstration, demonstrated our effort in looking at
being creative, you know, like the time for looking out the box is now because
we’ve seen what we were able to accomplish by doing it status quo, nothing. So
the time is now, and to this Committee we have, you know, even though the
master agenda for this Committee does not look heavy, we have an extremely
burdensome task before us. So to all of you, you know, like buckle your seat
belts. The ride has begun. It’s gonna be a long one. It’s the Chair’s
recommendation at this point to defer this item until we’re able to get additional
responses from the Committee and be able to bring this up in another Committee
meeting if there’s no objections.

COUNCIL MEMBERS: No objections.
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CHAIR MATEO: Thank you very much. To, um, to Joanne and, uh, Ms. Sombelon and
Mr. Young and Ms. Lee, Mr. Kushi thank you all very much for being a part of
the meeting and sharing with us. Members, our, uh . . . Mr. Molina.

COUNCILMEMBER MOLINA: Yeah, thank you. IfI could just get in one quick word.
First of all I wanna thank you for your praise as well, but you know this bill is
something that we all can share in as elected officials as well as the Department,
you know, everybody contributing something towards, uh, you know, in
addressing this crisis that we have here in Maui County so, you know, I think
there’s a lot of a people that are really interested in this and are watching. I just
would like to share with the Committee that since the article came out in the Maui
News yesterday, our office has received several phone calls and e-mails. People
are under the impression that everything is done, but we’ve had to remind people
that no, the bill is currently being in the process of being crafted so there are a lot
of people out there watching what happens with this proposal here. And I wanted
to ask you Chairman what is, when is your intention of I guess having this matter
heard again in your Committee? Will it be your next Committee meeting or will
it be next month? Can you share with us.

CHAIR MATEO: Staff.

MR. TAGUCHI: Thank you, Chair Mateo. The Housing and Human Services agenda is
awaiting a 201G project. The submittal of the project we’ll be working with the
Department of Housing and Human Concerns. We’re not quite sure. We have
heard different reports as to when it’s gonna come, but that will be one thing that
would affect our agenda. We also have the affordable housing policy which we
need to get going on since the final piece of the puzzle the Maui Nui Affordable
Housing Task Force has submitted their proposal so we have quite a bit of things
on the agenda. The next meeting we haven’t finalized the agenda yet, but it may
be the housing policy, um, but definitely this is a priority and I will work with
Chair Mateo to try and schedule it possibly sometime this month.

COUNCILMEMBER MOLINA: Great. Thank you.
CHAIR MATEOQO: Mr. Hokama.

COUNCILMEMBER HOKAMA: Chairman, then under your leadership maybe a memo
to your members regarding a deadline for submittal of recommendations. I think
Director Lee gave some very good ones right now that I plan to support, and one
last question, please. Real quickly to Corp. Counsel, Page 2, eligible properties.
We used the . . . the term is being proposed as condominium or townhouse.
Anything magical or, um, you know, from a taxation standpoint we have
apartment category so again is it just, you know, interchangeable type of terms for
the same thing, or is there really a legal difference in your opinion? This would
be under .050, uh, Mr. Kushi letter E. number 2.

MR. KUSHI: Correct E.2 says condominium or townhouse in a multi-family building.
Condominium is a legal term done through the Hawaii Revised Statutes CPR
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process. I don’t know what a townhouse is. Townhouse can be an apartment, it
can be a condo also but . . .

COUNCILMEMBER HOKAMA: There’s nothing magical or restrictive with that
language at all?

MR. KUSHI: No.

COUNCILMEMBER HOKAMA: Okay.

MR. KUSHI: I would suggest substituting instead of townhouse apartment.

COUNCILMEMBER HOKAMA: Okay, thank you for that. Quickly.

CHAIR MATEOQO: Go ahead.

COUNCILMEMBER HOKAMA: Mr. Young is, you know, in charge of our real
property tax Finance Department. Any comments regarding that same question I
posed to Mr. Kushi?

MR. YOUNG: Well, of course Mr. Kushi is always is correct, but townhouses . . .

MS. LEE: Always?

MR. YOUNG: Townhouses are actually I guess more . . . the common term would be
considered a . . . like a duplex. I’m not sure that in the common nomenclature for
let’s say for realtors or people in the public, if an apartment would be understood
as a townhouse, but definitely for real property tax purposes, townhouses are
essentially CPR property or condominiumized in the County of Maui. So I would
believe that in either direction the Council may choose both, both wording would
be sufficient for implementation of this program.

COUNCILMEMBER HOKAMA: Thank you very much. Thank you, Chairman.

CHAIR MATEQ: Members, again, if there’s no objections the item will be deferred.

COUNCIL MEMBERS: No objections.

CHAIR MATEOQO: Thank you very much. No announcements? Ms. Johnson.

COUNCILMEMBER JOHNSON: Just my meeting at 1:30 for Parks and, uh, Economic

Development. So if any of the other Members, even though you’re not Members
of my committee, you’re certainly invited.
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CHAIR MATEOQ: Thank you very much. That being said, Members, thank you very
much for the hard work this morning. Meeting is adjourned. (gavel)

ACTION: DEFER pending further discussion.

ADJOURNED: 11:43 a.m.

APPROVED
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